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~~ 
KEY ECONOMIC INDICATORS 
~ (available as of September 30, 1974) 
All values in million guilders, Average exchange rates: 1973-US$1 = 2.70 guilders 
unless otherwise shown 1974 to date-US$1 = 2.68 


ITEM 1973 1974 1975 % Change 

INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 166,800 187,100 E 215,200 +15. 
GNP at Constant 1973 Prices 166,800 172,500 E 178,500 E + 3 
Per Capita GNP, Current Prices(guilders) 12,356 13,863 E 15,915 +14. 
Plant & Equipment Investment 22,300 25,500 E 29,600 +16, 
Indices: 1963 = 100 

Industrial Production 218 230 Jan-June + 5 

Avg. Labor Productivity (Ind.) 235 251 E 75 

Avg. Industrial Wage 280 315 Jan-May +17 
Disposable Fersonal Income 106,100 117,950 E - +11. 
Employment (000's) (Dec) 4 809 4,846 E 4,381 E + 0. 
Avg. Unemployment Rate (%) 2.0 2.8 Aug - 
Housing Unit Starts (units) 141,135 77,205 Jan-Aug -21. 


MONEY AND PRICES 
Money Supply (Dec) 35,139 39 737 June +1. 
Public Debt (Internal) (Dec) 27.489 27,967 Jan-May + 3. 
External) (Dec) 39.1 25.3 Jan-June - 30. 
Interest, Central Bank Discount (Dec) 8.0 8.0 Aug ~ 
Domestic Credit Outstanding (Dec) 45,858 48,441 June 
Indices 
Retail Sales (value): 1970 = 100 131 126 Jan-Mar 
Avg. Wholesale Prices: 1948 = 100 
(excl. VAT) 207 231 Jan-June 
Avg. Consumer Prices: 1969 = 100 129.7 139.6 Jan-Aug 


BALANCE OF PAYMENTS AND TRADE 

Gold & For. Erch. Reserves (Dec) 20,100 20,625 June 

Balance of Payments, current account, 
transactions +4,901 +3,000 E 

Balance of Trade +424 -14 Jan-June 

Total Exports, FOB (excl. Belg-Lux) 57,221 36,923 Jan-June +28. 
Exports to U.S. 2.379 1,629 Jan-June +31. 

Total Imports, CIF (excl. Belg-Lux) 56,797 39,937 Jan-June +34. 
Imports from U.S. 5,938 3,902 Jan-June +27. 


Main imports from U.S. Jan-Apr 1974: Oil seeds, nuts and pits - 650,134 MT - Dfl 456.4; 
Corn - 625,890 MT - Dfl. 235.3; Airplanes & parts - Dfl. 166.4; Animal feed except grains - 
368,447 MT - Dfl. 157.2; Other machines except electrical parts - Dfl. 125 7; Organic 
chemical products - 86,347 MT - Dfl. 108.0. 


Note: Third column contains available 1975 figures. E = estimate for the year. 
Percentages in fourth column reflect comparison of: (1) 1975 figure with corresponding 
period in 1974, or (2) 1974 with 1973 if no 1975 figure is available. 


Sources: Central Bureau of Statistics 
Central Plan Bureau 
Netherlands Bank 





SUMMARY 


The Dutch economy in 1974 is one of Europe's strongest, thanks in part 
to the availability of Dutch natural gas. Inflation at 9.9 percent and 
unemployment at 3.8 percent are worrisome but less severe than in most 
other industrialized nations. Dutch exports and the guilder remain 
strong. 


Looking ahead to 1975, the government believes a stimulus is necessary 
domestically and hopes its major trading partner, Germany, will take 
parallel steps toward reflation. The Dutch budget for the coming year 
is therefore expansionary. 


American exports to Holland grew by 27 percent for the first six months 
of 1974. The outlook for the remainder of the year and for 1975 remains 
good. The deliberate head of steam being applied to the economy, 
coupled with rising investments by business to overcome capacity 
shortages, promises a strong market for U.S. industrial products. 

Direct U.S. investment in Holland should slacken, however, in the face 
of less favorable tax rates and regulation. U.S. agricultural exports, 
which registered an amazing 77 percent gain in 1973, are expected to 
grow further in 1974 but not by so large a figure. 





an 
CURRENT ECONOMIC SITUATION AND TRENDS 


The Surprising Strength of a Troubled Economy - Netherlands' center-left 
leadership may take satisfaction from the fact that the performance of 


the Dutch economy during the government's first full year in office was 
not much worse than forecast before the energy crisis and better than 
feared at its height. The uncertain currents affecting world trade are 
having their effect in raising the import price level by as much as 

30 to 35 percent (against an estimate for 1974 of 25 percent), lowering 
real GNP growth to an annual rate so far in 1974 of 2.4 yercent (against 
a predicted 4.5 percent), and contrivuting to what for Holland is a high 
unemployment rate of 3.8 percent (against an anticipated three percent). 
Yet the Netherlands is one of the few OEC) nations enjoying a surplus in 
its current international accounts, has the benefit of a paradoxically 
strong national currency (the guilder) and high export demand even as 

the prices of the goods and services it exports are soaring at the rate 
of 25 to 30 percent and its terms of trade have deteriorated six percent. 
Perhaps the most telling sign of the times is the fact that in 1974 
Holland has lost the dubious distinction of having one of the most 
extreme rates of inflation in the developed world, not because its prices 
decreased but because they increased less (8.9 percent) than those of 
nearly every other industrial nation. 


The relative health of their economy surprises the Dutch, whose anti- 
inflationary revaluation of the guilder by five percent in 1973 
unexpectedly did not lead to a drop in their share of world trade. A 
strong line of export products helped. Demand was high for petroleum, 
chemicals, metals, and foodstuffs. In addition, fuel-hungry Europe paid 
high prices for Holland's natural gas. But temporary factors were at 
work in the form of supply shortages elsewhere, especially in’the United 
Kingdom. 


While inflation continues its march, it is not the major concern. The 
government is more sensitive to unemployment as a political issue since 
the constituency of the coalition's leading party is labor. Joblessness 
has proved resistant to the policy measures adopted when the government 
assumed power. Now there is concern lest the spreading worldwide 
recession aggravate the problem. The Netherlands is urging major powers 
such as the United States to temper policies of economic restraint, and 
it is looking principally to its neighbor and foremost customer, the 


Federal Republic of Germany, to do the same, hoping that the result will 
be to stimulate demand for Dutch goods. 


Since higher prices are seen as the consequence of cost-push rather than 
demand-pull factors, the government for its own part is determined to 
pursue an expansionary policy. 
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The Government Expands and Levels Income - The emphasis of the budget 
submitted to parliameiut September 17 is on stimulating employment while 
continuing a policy of income leveling. Efforts to provide a fiscal 
boost aim at a rise in private consumption of four percent in real 
terms through a reduction in the effective taxation of lower income 
groups and through a variety of special employment measures. The 
orientation of the government is reflected in proposals for a consider- 
able increase in expenditures on social security and on subsidies for 
housing, public transport, and urban renewal. 


For the first time, the span of the budget is greater than one year. 
Projected to 1978, it anticipates expenditures of 63 billion guilders 
in 1975 (a 23 percent increase over 1974), 70 billion in 1976, 80 
billion in 1977, and 89 billion in 1978. These sizable government 
outlays reflect both the special program for the control of unemployment 
and a step-up in aid to the less developed world, Although there will 
be a 4.6 billion guilder fiscal deficit in 1975, it would be higher 

but for the substantial proceeds from Holland's rich fields of natural 
gas. Budgetary receipts should rise nearly 20 percent over 1974 mainly 
as a result of such non-tax revenues. The deficit will be financed by 
borrowing from other government funds and from sources to be determined 


by the future condition of capital markets and national liquidity. 


While fiscal policy expands, monetary policy will moderately tighten, 

as the Central Bank aims at stabilizing liquidity. The success of its 
policy, however, will rest largely on the direction and magnitude of 
international capital flows over which the Netherlands has little control. 


Business Expands Capacity - As the government plans to exert greater 
influence over the economy, the nation's businessmen are fretful that 
there are no new programs giving private industry incentive to invest. 
Nevertheless, the grumbling is not serious since business, especially 
in the export sector, fared better than expected in 1973 and is 
expected to enjoy high profits in 1974, 


The decline in production from the Arab oil embazgo was limited to 
industries directly dependent on the supply of oil and oil products, 
namely refineries, the automobile industry, and service stations. 
Export-oriented industries such as chemicals, artificial fibers, 

steel, and paper by contrast were able to expand sales and production 
considerably and are now characterised by increasing shortages of capacity 
and high profits. As a result of expansion of capacity and increased 
investment in off-shore exploration, production in the investment goods 
industries, particularly shipbuilding and heavy machinery, increased 
more than expected. Moreover there was remarkable growth in the food- 
stuff industry. Less favorable showings were made by consumer goods 
industries like textiles, clothing and leather. 
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Total industrial production in 1974 should be at least five percent 
greater than last year while the output for all goods and services is 
expected to rise by 3.5 percent at constant 1973 prices, thanks to the 
rise in export volume and to the increases in public spending. In 
industries dependent on domestic demand, disappointing sales, specific 
cost increases such as higher minimum wages, and a stringent price 
policy are keeping profits low. Business profit and loss statements in 
this sector have varied from satisfactory to awful. Among large firms, 
Akzo, Estel, Philips, and the state-owned Postal-Telegraph-and-Telephone 
agency are reporting growth in profits so far in 1974. Giant Unilever 
is not. In general, high raw material prices and increasing labor costs 
are resulting in less productivity growth than last year. 


An increased volume of foreign and domestic demands is expected to 
increase production in 1975 by nearly four percent while GNP shows a 
real growth of 3.5 to four percent. 


Labor Obtains a Bigger Slice of the Real and Nominal Pie - Unemployment 
is a mote in labor's eye but inflation so far in 1974 is an irritant. 
Rising prices have been ameliorated for most of the work force by wage 
boosts sufficient to keep pace with the bounding cost of living. Real 
disposable income has risen by one to 1.5 percent for the average worker. 
For those who suffer from money illusion, the nominal wage increases 
have been substantial. 


Wage costs in 1974 will rise by 14.5 percent per unit of output and are 
expected to climb by not more than 13 percent in 1975. The minimum 

wage was raised 10.7 percent on July 1 from $92 dollars to $110 per week, 
and minimum vacation ailowances are now seven percent of the minimum 
wage. The Dutch Christian Employers Union (NCW) believes that this 

year income leveling will be larger than expected as a result of the 
strong minimum wage increase (20.8 percent since December 1973) and the 
additional increase of wages immediately above the minimum wage. 


Given price and wage developments, a slight increase of the social security 
premium and a tax burden of 31 percent of the national income, real 
disposable income for the average worker in 1975 will increase by two to 
three percent, while that of individuals in higher income brackets 
declines. 


The increase of labor productivity amounts to four percent thus far in 
1974, and should be the same next year. Considering that there was a 

two percent cut in working hours together with the temporary cut resulting 
from the oil crisis, the result is not unsatisfactory. The principal 


reason for the improvement has been a seven percent increase in productivity 
by industry. 





On the dark side, unemployment is expected to increase by 140,000 to an 
average for 1974 of 2.5 percent of the working population, a figure not 
seen in 20 years. (It stood at 3.8 percent in August.) The areas most 
affected lie outside the western industrial heart of the Netherlands. 
Despite government efforts, the jobless total should climb to 155,000 
in 1975. This represents a much slower rate of increase, however, and 
there is a belief in some quarters that there may be a slight drop in 
unemployment later next year. 


IMPLICATIONS FOR THE UNITED STATES 


Dutch Continue to Buy American - In spite of some contradictory trends, 
the outlook for American exports to the Netherlands remains good. U.S. 
sales of goods and services to Holland grew at the rate of 27 percent in 
value terms for the first six months of 1974, or at about the same 

rate as total Dutch imports. As might be expected, organic chemicals, 
petroleum byproducts, and coal registered major gains, with consumer 
products such as cameras and do-it-yourself tools having very strong 
market appeal. Overall Dutch expenditures on durable consumer goods 
rose by over 13 percent during the first half of 1974. Other areas of 
rapid growth have been avionics, electronic equipment, and tele- 
communication systems. Pollution control equipment and energy systems 
should continue to be major areas of growth for American exports to 

the Netherlands. 


The dollar/guilder exchange has continued to fluctuate but the present 
rate for the dollar is only slightly lower than at the beginning of 
the year. Price competitiveness depends, therefore, on comparative 
inflation rates between the United States, the Netherlands and the 
Netherlands' other trading partners, All things considered, the U.S. 
share of total Dutch imports should remain around its 1973 level of 
10.5 percent 


U.S. Industrial Sales Should Remain Strong - With Dutch capital invest- 
ment expected to grow in 1975 at a real rate of approximately six 
percent, the market for U.S. industrial products should be strong. Of' 
particular interest are offshore drilling equipment, energy systems, 
industrial and commercial security equipment, and pollution control 
systems. In general the following product lines should be the most 
interesting for export promotion by American industries: 


offshore drilling equipment 

pollution control instrumentation and equipment 

energy systems 

durable consumer goods 

commercial and industrial security equipment 

transportation equipment including automobiles, motorcycles, 
and mass transportation systems 

machinery and raw material for chemical and metallurgical 
industries 
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hand tools and other do-it-yourself products 
electronic components and production equipment 
advanced health care equipment and instrumentation 
sports and recreational equipment 


The wage inflation in the Netherlands should keep demand for U.S. labor- 
saving equipment and systems strong. The Dutch construction industry 
has had a bad year with little hope for major improvement in the short 
term. Building materials and systems are, therefore, not the bright 
area they have been in recent years. 


While the U.S. share of the Dutch motor vehicle market is still small, 
exports of U.S. cars should grow rapidly in the next year. Consumer 
goods of all sorts should have an increasingly strong place in the 
Dutch market. There has been increasing interest in American mass 
consumer sales techniques such as shopping centers and this movement 
should help break down traditional wholesaler-retailer relationships 
making it easier for American goods to enter the marketplace. 


Air, noise, water and solid waste pollution continues to be an area of 
major national concern and should be an excellent market for U.S. 
environmental control technology and equipment. Systems for recycling 
wastes, purifying water and filtering gases should be especially strong. 
Heavy procurement has been delayed by the lack of specific pollution 
standards, which are however now beginning to appear. 


With the rapid increases in petroleum prices and the energy crisis, 
energy systems are becoming one of the best prospects for American 
sales in the Netherlands. Of particular interest should be energy 
conservation systems and new techniques of energy production. 


The general picture for U.S. exports to the Netherlands for the coming 
year should be good to very strong depending on relative inflation rates 
and energy prices, and on the willingness and ability of American 
industry to serve the Dutch market. 


Direct U.S. Investment Faces Uncertainties - Figures compiled by the 
Department of Commerce show new direct U.S. investment in the Netherlands 
to have been $385 million in 1972,and $363 million in 1973 with $553 
million projected for 1974. The petroleum industry ($98 million - 1972, 
$72 million - 1973, $116 million - 1974) continues to attract the largest 
amounts of investment followed by the chemical industry ($80 million - 
1972, $59 million - 1973, $82 million - 1974) and the non-electrical 
machinery industry. Reinvestment of earnings continues to be the 

largest source of investment capital. The slowdown in investment in 1973 
is most likely traceable to theprecipitous decline in the exchange 

rate from a high of Dfl. 3.25 = $1 to a low of Dfl. 2.46 = $1 and the 
generally poor profit margins experienced by a large number of companies. 





Projections of future investment in the Netherlands are clouded by the 
strong probability that the Selective Investment Law will be implemented. 
This law is designed to slow industrial growth in the densely populated 
western region between Rotterdam, Amsterdam and Utrecht. The law with 
its general administrative orders would require licenses and in some 
cases the payment of special taxes on new investment in these highly 
desirable locations. The preliminary draft of the general administrative 
order has reportedly been completed. 


While exact statistics are not available, Dutch investment in the United 
States continues to grow. Contributing factors for this growth are the 
exchange rate which makes U.S. properties comparatively cheap, a favorable 
investment climate in the U.S. and less favorable tax rates and regulation 
in the Netherlands. The implementation of the Selective Investment Law 
may act as a further inducement for Dutch investment in the United States. 


Demand for U.S. Agricultural Products Grows and Grows - U.S. agricultural 
exports to the Netherlands in 1973, including transshipments, were valued 


at 1,241 million dollars. This was an amazing 77 percent gain (in 

current prices) over sales for the previous year, and only 3 percent 

less than the combined total for the preceding two years. Holland provided 
the second largest market for U.S. farm exports in 1973, being surpassed 
only by Japan. The main items received were soybeans, feed grains, other 
feed components, wheat, cotton, and tobacco. 


This remarkable rise in Dutch imports of U.S. commodities reflects a 
number of interrelated forces at work in the international market and in 
the Dutch economy. Inflation was one of the pressures both at home 

and abroad, which simultaneously boosted consumer and corporate income 
and prices for agricultural imports. The favorable dollar-guilder 
exchange rate was another important factor. 


The outlook is also favorable for 1974, although it is questionable if 
U.S. agricuitural exports to the Netherlands this year will exceed the 
previous year's high. For the first quarter of 1974, the value of the 
dollar relative to the guilder was higher than for most of 1973, tending 
to reduce the comparative price advantage for U.S. supplies on the Dutch 
market . 


In terms of volume of U.S. product moving into the Netherlands the picture 
is not as encouraging. For the January 1-May 30, 1974 period, only rice 
and soybeans showed significant growth. Other major product categories 
were either equal to or somewhat behind last year's volume. 
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